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An Institute of International Finance report released this week, titled, "Restoring Market Access:
New Directions in Bank Lending," declared that while governments of debtor and creditor nations
are primarily responsible for solving the debt crisis, banks must assist in the effort. The report was
authored by 11 Institute member banks and approved by the board of directors at a June 19 meeting
in Rome. A summary of the report follows: Banks should direct less money to balance of payments
financing and more to investment in debtor nations, with an emphasis on private investment. Since
1982 the banks have rescheduled payments, rolled over loans, reduced interest rates and made
general-purpose loans to debtor countries. "Commercial banks cannot continue to accept this
responsibility." Instead, banks and debtor nations should arrange loans only for specific projects,
and debtors should adopt new techniques for converting debt to equity and in the management of
interest and exchange rates. Responsibility for regaining access to the global capital market depends
above all on debtor countries' economic policies. Both debtor and creditor country policies are at
the origin of the debt problem and will decide how long it takes to resolve it. Debtor countries must
continue to reduce government budget deficits, maintain realistic exchange rates, and achieve more
domestic savings, more efficient use of capital and more freedom for the private sector. Creditor
countries should promote more economic growth, stable exchange rates, lower interest rates,
smaller payments imbalances and maintain markets open to foreign goods. Closer cooperation
among commercial banks, the International Monetary Fund (IMF), the World Bank and the Paris
Club is recommended. At a minimum, the IMF should roll over existing loans and make new loans
to countries that adopt viable structural adjustment policies. The World Bank should increase the
share of policy-based loans to highly indebted middle-income countries. In this regard, the report
described the World Bank's need for a capital increase as "urgent." While the Institute accepts the
wave of voluntary reserve increases by US banks with problem foreign loans, it opposes legislation
or regulation that requires banks to write off loans.
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